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fzsust 20, 1966 
BI CLaANDCH FOR THE ASSIST. ANT SECRETARY OF DEFENSE, TéL 
SCLLaCT: Special Incentives for satellite Prograns 


As part of the Special Projects activity of the Air Force, — 
Bus beca found expedient and effective in particular in- * 
structure contrect incentives for satellite systems 
SCouaE sily on a mission perfocmance basis rather than on those 
wlokcumes whieh are more conventionally used. It is pessible _ 
to use Chace incentives centered on mission performance because 
o£ the fart that the ot barra are expended very shortly after 
delivery and beceuse the devel eS t-nrocurement cycle is a 
eontinunm, 





We Live mow come to the conclusion thet it would be in the 
.ilt imtervest of the Covernment te epply these mission perform - 
sce imccotives more breadiy in the Special Project Satellite ~ 
vitpioums. While we believe that the proposed actions are clear- 
w) \lthia the general intent of incentive contracting as out- 
weaned fo: example, there appear to be some provisions or impli-~ 
cations in the ASPR which can be interpreted either to prohibit 
more wenaral use of certain cf the proposed incentive features 
ao would reguire justificatica and high level review and approv- 
ai on an individual contract basis. . 
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eel 


Details ef the preposed'incerntive structure for satellite 
ets and the underlying rationale ave contained in &ttach- 
1. The ASPR provisions which, in greater or lesser degree, 
zar to prohibit or inhibit application of the proposed in- 
Be eteas are discussed im Attachment 2. 





Your approval for the applicaticn of the contract incentive — 
crcrusture deseribed in Attachment 1 to the projects directly Date 
uanaged by the Office of the Secretary of the Alr Force (SAFSP), ~~ 
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ee ak ee ae ot feet & nerewiin, is reguested, 


Alexgzader H. Flax 
Assistant Secretary 
Reseerch & Development 
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oy socialized Encentive Contract 


Sccucture for Satellite Projects 
2. Stsnery of ASPR Conflicts 
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Subject: Authority to Use Special Incentive 


+ To: Director of Special Projects (SAFSP) 


3 on Based upon Department of Defense approval, copy attached, 


you are authorized to incorporate in the SAFSP contracts the 


3 specialized incentive concept outlined in the paper, "A Specialized . | 


a 


“s Incentive Structure for Satellite Projects", (Ref No. SP142866) . 


« 


and deviate from such provisions of ASPR and related regulations , 


as might be in conflict therewith. 
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Ste Re ase ac Se A ANDER H, PLAX 
ee hece Aa Pure Wines oe, ©  <- Assistant Secretary 
fare Se MeL Seu E Ae go 4 » ts Research and Development 
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MEMORANDUM FOR ASSISTANT SECRETARY Qf THE ATR FORCE (RED) 


SUBJEST: Special Encenti yes for SateLlite Programs 

Mr. Ignatius’ peeple in OASD(IE&L) have informally 
discussed with our offiee your memorandum of August 20, 
1966, to Mr. Ignatius requesting authority for certain 
éeviations from ASPR in respect to special incentive . 
arrangements. In reviewing this matter we have concluded 
that the special incentive arrengements eae not deviate 
from ASFR. The Gffice of the General Counsel coneurs, and 
CSD {1&L) also concurred, informally, Since we understand 
from SAFSS (Col Vorthmen) that the only reason for your 
writing to Mr. Ignatius was that it was pos seme that an 
ASPR devietion would be involved in the pronosal, it now 
appears to be unnecessary to involve Kr. oo in this 
matter. Conseguently, unless you have some objection, 
eaAsD (LGL) will not reply to your memorandum of August 20th. 


We have some reservation nae certain details of the. 
Tee aig ares but we will work these cut*with Colonel 
<b 


(Precurensnt} 
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ran (and with SAFSP if necessary) on an informal basis. 























’ Approved for Release: 2017/01/25 C05096190 


MEMORANDUM FOR THE ASSISTANT SECRETARY OF DEFENSE 
(INSTALLATIONS AND LOGISTICS) 


2 ‘SUBJECT: Authority To Use Special Incentive 


Due to the critical nature of programs under control of my 
Director of Special Projects, he proposes to use a special incentive 
formula on some contracts. Details of his proposal are contained in 


his letter of 27 April and attachments thereto, copies of which are ~ 


i attached. 


Ihave reviewed his proposal and agree with his approach. His. 


; . proposal is addressed to objectives of the highest importance, and 
-- appears to be consistent with good procurement practice. Your 


approval of the attached request for deviations is requested. 


- ALEXANDER H, FLAX 
- Assistant Secretary _ 
Research and Development 


1 Atch 
cy Itr (SP-1) 27Apr66 
subj: Request for Auth 


to use Special Incen Features 
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